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AGRICULTURE, DEPARTMENT OF
A final rule issued by the Farmers Home Administration on farm labor housing
loans and grants appeared in the 10/15/79 Fed. Reg., pp. 59198-227. The
rule combines loan and grant regulations, expands the eligibility require
ments for labor housing loans to family partnerships and corporations,
provides nationwide program clarity and consistency, and specifies program
regulations. The rule, which is effective as of 10/15/79, provides for
the maintenance of accounting records supported by source documentation
and for audit reports prepared in sufficient detail. For additional in
formation contact Thomas Gerlitz at 202/447-7207.
COUNCIL ON WAGE AND PRICE STABILITY
Seventeen business, labor and public figures were appointed by the President
last week to serve on the newly-organized Pay Advisory Committee. The
Committee will make recommendations to the Council on modifications to
the pay standard and to pay exception and noncompliance decisions.
Specifically, the Committee will be considering the inflation assumption
for evaluating cost-of-living adjustment clauses, the threshold for lowwage exemptions, the treatment of increments and tandem relationships,
and the appropriate adjustment for employees not covered by cost-of-living
adjustments.
In a related development, the first meeting of the Pay Advisory
Committee was held last week, less than 24 hours after the announcement
of the appointees to the Committee. At that time, Committee Chairman
John Dunlop indicated that the group is unlikely to meet their 10/31/79
deadline for the submission of recommendations to the CWPS. An additional
meeting has also been scheduled for 10/29/79 at 10:00 a.m. in Room 2008
of the New Executive Office Building, 726 Jackson Place, NW, Washington,
D.C. The purpose of these open meetings is to enable the Committee to
receive reports from Council staff, develop procedures for the Committee
and begin consideration of changes to the pay standard. For additional
information about the 10/29 meeting, contact the CWPS Office of Public
Affairs at 202/456-6756.
Proposed rules on confidentiality, access to records and Council factfinding
have been issued by the Council (see the 10/12/79 Fed. Reg., pp.59166-72).
The proposal makes explicit the Council’s policy of according blanket
confidentiality to periodic reports such PM-1 and PAY-1 and is structured
so as to encourage the voluntary submission of these and other data
requested by the Council. Comments on the proposed rules are sought by
11/12/79. For further information contact Barbara Hunter at 202/456-6210.
FEDERAL ELECTION COMMISSION
Business-oriented political action committee (PAC) contributions in Congressional
elections were circumscribed last week as the House capped an often
acrimonious debate by voting to limit PAC contributions in a close 217198 vote. The measure, passed as an amendment to the FEC reauthorization
bill, S. 832, will limit PAC contributions to a maximum of $6,000 for a
House candidate in any election and would restrict the candidate from
receiving more than $70,000 from all P AC’s during an election cycle.
Proponents o f the bill argue that the influence of P A C ’s must be curbed,
pointing out that in 1974, 516 PAC's including those of organized labor,
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contributed $12.5 million to Congressional campaigns, while in 1978, PAC's
had grown in number to 1,828, with contributions of over $35 million.
Critics of the bill, often attacked it as "an incumbent's protection act"
designed to retain the Democratic House majority. They argued that Labor
Union PAC's, unlikely to grew much beyond the approximately 300 in
existence today, contribute primarily to m embers of the Democratic party
and the bill is designed to prevent the equalizing influence of businessoriented PAC's. Critics also voiced objections to the limitation on the
grounds that challengers in recent House races required approximately
$175,000 to just achieve voter recognition and awareness to effectively
compete with the advantages often ascribed to incumbents. This bill
does not affect the Senate and its fate in a joint conference is uncertain.
In a related matter, the House Judiciary Committee, in a 26-2 vote,
decided to tighten the 33 year old Federal lobbying laws. H.R. 4395, the
"Public Disclosure of Lobbying Act of 1979" would for the first time
require organizations that use outside consultants for lobbying activities
to register with the Congress if their expenditures exceed $5,000 per
quarter. Organizations who use their own employees are similarly affected.
Grass-roots lobbying activities, disclosure of contributors names and
addresses, and criminal sanctions for willful violations were discussed but
not included in the provisions of the bill.
FEDERAL RESERVE BOARD
The Supreme Court refused last week to rule on the legality of automatic transfer
services, remote service units, and share draft accounts. The Court's
denial of a review of a U.S. Court of Appeals decision in Connell V. American
Bankers Association places the responsibility for action before the 1/1/80 effect
ive date of the court's decision on Congress. Legislation H.R.4986 to
legalize such services has already been passed by the House, but the Senate
has not yet scheduled action on their version of the proposal (S.1347).
S.1347 includes provisions not found in the House bill, such as the phase
out of Regulation Q interest rate ceilings and a lowered minimum for high
yeilding money market certificates. These provisions are expected to be
a bar to a speedy conference agreement when the Senate completes action
on the proposal.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
The Department of Education became official as President Carter signed a bill
creating the 13th Cabinet-level agency.
Success of the bill represents one
of Carter's clearest legislative victories of the year. The department will
have approximately 17,000 employees and a budget of $14.3 billion. A sec
retary for the new agency has not yet been designated. However, probable
candidates are Jerry Apodaca, farmer governor of New Mexico; Mary Berry,
assistant secretary for education in HEW; and Alan Campbell, director of the
Federal Office of Personnel Management. HEW will be renamed the Department
of Health and Human Services later this year.
A notice of revisions to Part II of the Office of Human Development Services
Grants Administration Manual appeared in the 10.18/79 Fed. Reg., pp.6024450. Part II concerns programs administered by the Administration for
Children, Youth and Families under the Head Start Act. Administration
requirements include a provision for annual audits of Head Start grantees
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to be performed in conformance with the Guide for Audits of Head Start Program
Grants. Under the Guide, audits may be performed by either CPAs or LPAs.
In addition, there is an accounting system certification requirement which
states that the applicant and its delegate agencies have established an
adequate accounting system with appropriate internal controls to safeguard
assets, check the accuracy and reliability of their accounting data, promote
operating efficiency and encourage compliance with prescribed management
standards. Comments are requested by 11/19/79. For additional information
contact Howard Ledder at 202/245-2897.
JUSTICE, DEPARTMENT OF
A draft proposed guideline for the Urban Crime Prevention Program developed
jointly by ACTION and the Law Enforcement Assistance Administration has
been published (see the 10/16/79 F ed. Reg., pp. 59884-88). The program,
which will fund up to 15 programs in various cities for an 18-month period,
will increase neighborhood participation in a crime prevention effort.
Program grantees will be responsible for overall administration and fiscal
management. Grant eligibility requirements include the submission of
certification of accounting capability by a CPA. Comments are requested by
12/15/79. For more information contact Philip McLausin at 202/254-3152
or Ernest Milnek at 202/724-5935.
SECURITIES AND EXCHANGE COMMISSION
Members of the accounting profession and the business community must actively
support and participate in the profession’s self-regulatory program accord
ing to SEC Commissioner John Evans.
In a speech delivered on 10/12/79
Commissioner Evans warned that if there is a lack of commitment to the
AICPA’s self-regulatory approach, the SEC will not hesitate to exercise
broad authority to promulgate accounting rules and regulations. He also
discussed the development of private standards setting, the Commission's
use of enforcement powers, the effect of nonaudit engagements on auditor
independence, and remaining areas of concern over developments in the selfregulatory program.
Accounting for inflation will be the subject matter of an open meeting scheduled
by the SEC for 10/23/79 at 10:00 a.m. The Commission will consider amending
Regulation S-X to delete Rule 3-17, disclosure of current replacement cost
information, once the disclosure requirements of Statement of Financial
Accounting Standards No. 33 are effective. Standard No. 33 was issued last month by the
Fasb .
That statement requires certain large public enterprises to report
constant dollar information in 1979 annual reports and current cost information
in 1980 reports. For further information on the open meeting contact James
L. Russell at 202/272-2133.
The question of whether the SEC is required to prove scienter to enjoin violations
of the Federal securities laws will be decided by the Supreme Court. The
Court has agreed to review the case of Aaron v. SBC in which a securities
broker was found to have violated securities law. The Court of Appeals in
Aaron held that the SEC need not prove scienter to enjoin violations of
Section 10 (b) of the Exchange Act and Section 17 (a) of the Securities Act.
The Justice Department and the SEC had sought Supreme Court review of this
question which was left undecided by the Court in Ernst & Ernst v. Hochfelder
in 1976.
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Restoration of social security benefits for certain retired C PA’s cleared another
hurdle last week as the full House Ways and Means Committee reported favor
ably on H.R. 5295. In 1977 the Social Security Act was amended, eliminating
the monthly income test for years subsequent to retirement in favor of an
annual test. At the same time, the specification that self-employment income
be attributable to services rendered was also eliminated for all years
subsequent to the initial year of retirement. Certain classes of retirees,
including C P A ’s whose former partnership still owed them some of their capital
or balance due on a loan, or some form of work-in-progress payment, had
such payments to them result in a reduction of their social security benefits,
even though such payments were not attributable to services rendered sub
sequent to retirement.
Interested public representatives, including the
AICPA, State Society Presidents, Executive Directors, and Key Person Co
ordinators, participated in hearings and numerous discussions with members
and staff of the House Social Security Subcommittee. The Subcommittee
reached a consensus that an inadvertent reduction in benefits had occurred.
Chairman J.J. Pickle (D-Tx.) introduced H.R. 5295 on 9/14/79, a bill to
restore benefits as they existed prior to the 1977 amendments, while retain
ing the yearly earnings test. The Ways and Means Committee vote on 10/16/79
concurred with the proposed restoration. A full House floor vote could come
as early as this week. While the path of legislative action on this bill in
the Senate is unclear at this time, action could commence in a few weeks.
The interest rate for underpayments and overpayments of taxes has been doubled
to 12 percent (see Rev. Rul. 79-366 issued 10/12/79). The rate for the
addition to tax for underpayment of individual and corporate estimated tax
will also be 12 percent. The new rate will become effective on 2/1/79.
By law, the IRS must adjust the interest rate not later than 10/15/79, to
became effective on 2/1/80, if the adjusted prime rate charged by banks
during September, 1979 is at least a full percentage point more or less
than the current 6 percent rate.
Fred Kubik, CPA, managing partner of F.B. Kubik & Co. and chairman of the AICPA
Small Business Taxation Subcommittee has been appointed to the Treasury
Department Advisory Committee on economic issues affecting the small business
community. Kubik will join the 17 other members of the advisory committee
when it meets in Washington on 10/29 and 10/30. Topics for discussion will
include capital formation and tax policy considerations for small business.
The due date for reports on defense contracts subject to the Vinson-Trammell
Act in taxable years ending after 9/30/76 has been extended (see Rev. Proc.
79-53 issued on 10/12/79). The 10/15/79 filing date for contractors and
subcontractors subject to the Act has been extended to 4/15/80. This
latest extension is designed to permit consideration of proposed rules
under the Act which will be published by the IRS in the Federal Register in
the near future. Parties subject to the Act are required to file Forms 949
and 949-A with the IRS.
The Technical Corrections Act of 1979 (HR 2797) will be the subject of a hearing to
be held
by the Senate Finance Taxation and Debt Management Subcommittee
scheduled for 11/7/79. The bill, which would correct and clarify the 1978
Revenue Act, the Foreign Earned Income Act, the Energy Tax Act, and the Black

Lung Benefit Act, was approved by the full House on 7/16/79. Parts of the
corrections bill have previously been approved to enable the IRS to print
the 1979 tax forms. The hearing will be held at 2:30 p.m. in Room 2221
Dirksen Senate Office Building. The subcommittee is seeking comments on
the merits of issues involved as well as on the question of whether certain
amendments are of a technical or policy nature.
SPECIAL:

ADMINISTRATION FINANCIAL PRIVACY PROPOSALS INTRODUCED

Legislation designed to increase the privacy of individual financial records
held by consumer reporting agencies, creditors, and insurance agencies was
introduced this week as part of President Carter’s privacy protection pack
age. The package contains three major proposals: The Fair Financial In
formation Practices Act, The Privacy of Electronic Fund Transfers Act, and
the Fair Insurance Information Practices Act. According to Rep. John
Cavanaugh (D-Neb), sponsor of two bills, the package would supplement the
Right to Financial Privacy Act of 1978 and would impose no additional paper
work on institutions. The bill is expected to be introduced in the Senate
shortly by Senate Banking Committee Chairman William Proxmire (D-Wis) and Sen
Paul Tsongas (D-Mass).
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